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ABSTRACT 


This thesis examines the performance of four major 
appropriations categories within the Department of Defense 
budget for the period FY55- FY84. By performing descrivtive 
data analysis on budgeted outlays for the period under 
study, it was determined that the availability of funds in 
DOD affect different kinds of appropriations differently. 
Analysis of the data was based on each category's budget 
Shares, growth rates, and percentages of the annual DOD 
increment. Executive budget outcomes appeared to include 
non-incremental adjustments and that these adjustments 
are primarily in procurement and research, development, 
test and evaluation categories. The category with the 
most consistent success in competing for funds has been 
research, development, test, and evaluation and a strong 
trade-off relationship appeared between this category and 


procurement. 
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ie LNT RODUCTION 


Scrutiny of the Federal budget continues to increase as 
budget deficits reach staggering levels. Public awareness 
of the Federal budget emphasizes the well publicized 
Department of Defense request and public pressure to reduce 
defense spending is growing. The current Administration's 
plans for the larsest peacetime military buildup in U.S. 
history is meeting growing opposition from Congress and the 
public. Pressure is increasing to shift Federal emphasis 
toward solving non-defense problems, such as welfare, 
unemployment, and revitalization of the education system. 

Detailed examination of the Federal budget is not new 
and neither is the emphasis on the defense budget. Con- 
sequently there has been a considerable amount of research 
done on the subject of budgeting behavior in attempts to 
describe the way in which budget figures are reached [Ref.1]. 
There is a body of literature which proposes that Congress- 
ional budget action on non-defense and defense related 
areas of the budcet is conducted in an across-the-board, 
incremental manner [Refs.2, 3, 4 and 5]. 

In this approach Congress is more interested in how much 
is spent than in how it is spent. An opposing body of re- 
search argues that budgeting activity is non-incremental and 


that an agency's final appropriation is determined more bv 





Congressional desire to control how funds are spent than 
by how much is spent [Refs. 6, 7, 8 and 9]. 

This thesis performs descriptive data analysis on 
defense budget data for the last 30 years in order to dis- 
cover if there are different patterns of distribution 
across appropriations types under different conditions of 
availability of funds. In addition, the study will attempt 
to discover evidence of either incremental or non-incremental 
budget activity. Where previous studies [Refs. 2, 3, 5 and 
6] have dealt with Congressional action with regard to 
appropriations, this study shall examine Presidential/OMB 


action on budgeted outlays. 





If. BACKGROUND 


A. BUDGETING LITERATURE 

The literature concerning governmental budgetary behav- 
ior can be divided into two general groups [Ref. 1]. The 
first is the incrementalist theory, which proposes that 
budgetary action consists of making incremental changes 
based primarily on the agency's current request and approp- 
riation for the prior year [Ref. 2]. The second group is 
that of non-incremental budget behavior: that budget 
changes are more complex than the incremental theory 
would suggest and that factors other than prior year approp- 
riations play major or dominant roles [Ref. 6]. 

The incremental theory consists of three major points. 
First, agency budgets constitute starting levels from which 
incremental changes occur. Second, these base levels 
determine subsequent allocations. Third, changes to base 
levels will be incremental in nature. [Ref. 7, p. 49] This 
theory was presented by Davis, Dempster, and Wildavsky 
[Ref. 2], who vropose that: 

",..the behavior of the budgetary process of the 

United States government results in aggregate decisions 
Similar to those produced by a set of simple decision 
are linear and temporally stable." [Ref. 2: 


The theory proposes that the current federal budget is 


so complex that decision makers are incapable of dealing 


with the budget as a whole and so use aids to calculation, 
which make their calculations predictable. Davis et al. 
present eight linear equations which reduce budget decisions 
to simple, experimentally derived and tested mathematical 
models. These equations, which represent Congressional 
decision making, are based primarily on the agency's prior 
year appropriation and its current request plus a random 
disturbance variable. 

The evidence presented by Davis, Dempster, and Wildavsky 
for fifty-six non-defense agencies shows that their equations 
describe past budget actions very accurately, however, they 
stress that the equations are not good predictive models due 
to the fact that the process is stable only for short per- 
10ds. Without a method of determining shift points within 
the model any predictions produced by the model must be 
mraooiy suspect [Ref. 2, p. 542]. 

The incrementalist model proposed by Fenno uses annual 
percent change of the agency's appropriation [ref. 3]. It 
is worth looking at Fenno's work since this thesis also 
uses percent changes as a measure. Fenno's operationaliza- 
tion of incrementalism uses two measures of change in the 
federal budget: (1) the relationships between agency re- 
quests and Congressional appropriations, and (2) the change 
in appropriations granted a given agency from one year to 
m@emnext (Ref. 3, p. 352}. Using these criteria, budget 


action is considered incremental if Congress' cut of the 





agency's request is incremental, regardless of the agency's 
absolute change. Fenno studied the House Appropriations 
Committee and used a 20 percent growth rate as the cut off 
for incremental behavior. He found that almost three- 
quarters of the 36 agencies studied were within the range 
[Ref. 3, p. 354]. One of the criticisms of Fenno's work 
Memthat his selection of a 20 percent cut off point is far 
too high, especially since he argues elsewhere that 5 per- 
cent changes are significant [Ref. 8, p. 62]. 

The incrementalist theory is also supported by Wanat, 
who has further strengthened the theory by showing that the 
model succeeds as an explanatory, as well as descriptive, 
tool. On the other hand, Wanat also indicates that many of 
the statistical of Davis et al. are not as impressive as 
Originally thought [Ref. 4]. 

There iS a growing body of research [Refs. 6, 7, 8 and 
9] which challenges the incremental theory on numerous 
points. This opposing body of thought concerning budget 
behavior can be considered as "non-incremental" in nature. 
Where incrementalism proposes that agencies generally 
arrive at their budget requests by taking a relatively fixed 
percentage increase of the prior year's appropriation and 
that Congress arrives at the final appropriation by taking 
a standard percentage cut of the agency request, the non- 
incremental group proposes that budget action depends, to 


an equal or greater extent, on factors other than the 
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Aency Ssepiiei dppLOpriaetons and Current request and 
that part of this action is political in nature. 

When the budget is disaggregated from the agency level 
to the program level a great deal of non-incremental activ- 
ity becomes evident [Ref. 6, p. 956]. The choice of the 
program as the unit of analysis reveals an allocation 
process marked by trade offs and bureaucratic competition. 
Some programs within the agency flourish while others 
steadily decline and still others fluctuate from year to 
year [Ref. 6]. Some non-incrementalist researchers 
[Refs. 7 and 10] propose that how a program fares has more 
to do with how capable the division directors are at com- 
bating competing claims and mustering political and pres- 
idential support for their programs than with the prior 
year's appropriation. 

Non-incremental approaches propose that budget action, 
viewed as a whole, appears to be far more stable than close 
examination of its component parts would indicate. The 
incremental theory provides little explanation of the role 
of the Office of Management and Budget (OMB), while the 
non-incremental approaches hypothesize that OMB support and 
agency assertiveness play major roles in determining an 
agency's final appropriation. Assertiveness can be defined 
as the propensity for agencies to attempt to expand their 
programs and budgets [Ref. ll, p. 233]. This strategy is 


often exhibited in the percent increase the agency requests 
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over last year's appropriation. When "aggressive" agencies 
request large increases they are likely to receive large 
cuts in their request but generally end up with larger 
absolute gains than if they had made moderate requests 
[Ref. ll, p. 234]. Some of the incremental theorists, par- 
ticularly Sharkansky [Ref. 5], also support this idea. 
Previous appropriation levels are undoubtedly important, 
however, factors such as the increase in the agency's re- 
quest, increase in agency size, and presidential attention 
and support are still more important. The idea that the 
capabilities and support of key players are important is 
common to most versions of the non-incremental approach 
[Pef. 10]. Other factors, such as agency size, maturity, 
and managerial experience, also have important roles in 
explaining budget allocations [Ref. 7]. The provosal that 
the agency should request as large an increase as it can 
Justify in order to maximize long term growth is also a 
common idea. 

Kanter's study of the defense budget from FY1960 to 
FY1970 [Ref. 9] classified budget action as being either 
programmatic or budgetary (non-programmatic). The budgetary 
viewpoint contends that participants in the budget process 
are primarily concerned with how mcuh money is spent. The 
programmatic viewpoint contends that primary emphasis is on 
how the money is spent [ref. 9, p. 130]. The first measure 


of Congressional activity Kanter uses to distinguish between 


iz 





budgetary and programmatic behavior is the presence or 
absence of changes in the President's budget request for four 
major appropriation categories. He compares the relative 
concentration of "no change" outcomes for each category to 

an index of relative concentration, which would equal 1.00 
for all categories if Congressional activity were equally 
distributed [Ref. 9, p. 133]. Those categories which are 
near or exceed the index are considered to exhibit budgetary 
action, while those significantly below indicate program- 
Matic behavior. 

The second meaSure used is the mean size of Congress- 
1onal changes for each category compared to the mean change 
for the DOD total. Those categories which exceed the DOD 
mean are considered to indicate programmatic behavior, while 
those that are below the DOD mean indicate budgetary be- 
maeror {Ref. 9, p. 133]. 

Kanter’s study shows, at least for the period in 
question, that Congressional budget action is highly 
programmatic in nature. He proposes, and presents evidence 
to support, the theory that Congressional budget action 
appears to be incremental at the DOD level due to the fact 
that Congress makes relatively small and infrequent changes 
in the Personnel and Operations & Maintenance (O&M) catego- 
ries, which together account for approximately half of the 
total DOD budget. Congressional budget action has been 


concentrated in the Procurement and Research, Development, 


Ls 





Test & Evaluation (RDT&E) categories [Ref. 9, p. 142]. 
Kanter's study also shows that the President's budget action 
also exhibited programmatic behavior. While Congressional 
changes to the President's budget rarely exceeded 4 percent, 
the administration's changes to the agencies' requests 
ranged from 10 to 20 percent [Ref. 9, p. 131]. Congress 

and the administration do occasionally employ across the 
board cuts but the evidence supports the view that the maj- 
Ority of budget decisions are driven by programmatic 
considerations. 

In a second study of the defense budget from FY1955 to 
FY1969, Kanter [Ref. 12] again presents evidence of program- 
matic budget behavior. Throughout the Eisenhower and 
Kennedy-Johnson administrations, budget decisions, which 
appear non-procrammatic at the DOD level, exhibit strong 
programmatic indications at the appropriation category or 
service level. 

A slightly different perspective on incrementalism is 
presented by Crecine [Ref. 13] and Bromiley and Crecine 
[Ref. 14]. This research takes the previous year's budget 
as a base and discusses adjustments which are largely non- 
programmatic but includes several new variables and 
formulations. The most important idea is that the total 
available for expenditure is determined, at least partially, 
independently of the sub-allocations. That is, if each 


agency cr department budget is solely determined by either 
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programmatic concerns or incrementalism, then the total for 
a department or for government expenditures would be just a 
sum. Bromiley and Crecine [Ref. 14] and Crecine [Ref. 13] 
emphasize ane importance of both kinds of information. The 
budget problem is seen as one of adjusting sub-allocations 
meen a tinancial constraint. Within DOD, this kind of 
adjustment means allocating a given total budget for DOD to 
the numerous appropriations or programmatic categories. 

When the problem is presented in this way, it becomes 
Obvious that all categories are not created equal. Some 
agencies/programs are presidentially salient; the Pres- 
ident's pet programs for instance. Some agencies are 
largely uncontrollable as they are largely determined by 
exogenous events. Finally, some programs are simply more 
easily altered than others. It is easier to delay a 
construction program or to extend a new weapons system in 
R&D than it is to close military bases or lay off permanent 
Civil servants. This line of research includes a number of 
influences such as the previous allocation, the total funds 
available, the political, economic, and rational needs for 
the program, and the ease with which a given program can be 
altered. It should be further noted, that this line of work 
has observed that not only are all categories not equal, but 
that there may be systematic differences in allocation depen- 


ding on the relative "cutability" of categories and programs. 
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Crecine presents a list of decision rules utilized by 
OMB in making adjustments, especially downward ones, to 
budget items. The list includes adjustment procedures such 
as reducing or deferring program increases, deferring con- 
struction, and eliminating programs [Ref. 13, p. 27]. 

In addition, the presidential saliency of a program may have 
a profound effect on OME's willingness to make changes 
(Ref. 14, p. 1054]. 

A paper by Franklin C. Spinney [Ref. 15] does not 
approach the question of defense budgeting from either of 
the above viewpoints. Spinney's paper locks at which the 
results of these budget decisions have been as opposed to 
what motivated them. The problems that Spinney sees within 
the defense establishment are caused more by how the budget 
m=espent than by how big it is. 

Spinney's study found that the costs of procurement 
Programs are consistently underestimated as are operating 
and maintenance costs. He also found that when funds are 
readily available there is a strong tendency to begin new 
programs instead of increasing the funding of existing ones. 
This results in a marked increase in systems under develop- 
ment. In addition, existing programs are very rarely 
canceled, regardless of the availability of funds or the 
current usefulness of the system [Ref. 15, p. 2]. 

The lack of emphasis on personnel and O&M accounts has 


been in spite of the fact that new weapons systems are 
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becoming increasingly expensive to man and operate. The 
result of this behavior is that the services are faced with 
smaller numbers of highly complex weapons systems with even 
more complex systems under development. As a consequence, 
historical budget behavior has resulted in shrinking forces, 
persistent low peacetime readiness, and declining rates of 
meaetmnization [Ref. 15, pvp. 2]. 

Pee Lene STUDY 

The intent of this thesis is to determine the effect 
changing availability of funds at the DOD level has on the 
categories which make up the DOD total and to determine 
whether or not identifiable patterns exist. 

This study shall examine budget data for the Department 
of Defense from fiscal year 1955 through fiscal year 1984. 
The subject of the examination will be the DOD total and 
four major appropriations categories. Gross budget data 
Shall be examined first in order to obtain a feel for the 
Overall growth of the budget and its constituent parts. 

In order to facilitate further examination, the data 
will be broken down into three groups based on the growth 
rate of the DOD total. Each of these groups will, in turn, 
be examined on the basis of budget shares, growth rates, and 
the percentage of the annual DOD increment that went to each 


of the four categories. 


Ly 


III. DATA BASE AND RESULTS 


A. DATA BASE AND SOURCES 

The source of the budget data used in this study was The 
Budget of the United States Government [Ref. 16] for the 
fiscal years 1955 through 1984, The transitional quarter 
(TQ) from July 1, 1976 to September 30, 1976 nas been 
excluded. The TQ appropriations and outlays were based on 
continuing resolutions and as such were intentionally incre- 
Mental in nature. In addition, these figures are relatively 
small by themselves but aggregating them with the figures 
Me~eeither Y/6 or FY77 would distort the data for that 
year. The appropriate GNP deflators for FY83 and FY83 were 
obtained from the Budget of the United States Government for 
FY84. GNP deflators for other years were obtained from the 
meenemic Report of the President for 1983 [Ref. 17]. 

The data consists of aggregate figures for four DOD 
major appropriations categories. Estimated outlay figures 
are used throughout and are aggregated for the followinc 
categories: 

Military Personnel (MP) 
Operation and Maintenance (O&M) 
Eeocurement (PROC) 


Research, Development, Test & Evaluation (RDT&E) 
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The MP category consists of all MP categories for the 
Army, Navy, Marine Corps, and Air Force, including reserves 
and National Guard where applicable. No amounts for retired 
pay have been included. 

The O&M category contains all O&M line items for the 
four services and their reserves and National Guard. No 
amounts for Defense agencies, Court of Military Appeals, or 
other general boards have been included. Defense agencies 
are non-military acencies and activities of DOD such as the 
Office of the Secretary of Defense, the Defense Logistics 
agency, and other intelligence and communications, training, 
medical, and administrative activities. 

The PROC category consists of all vrocurement line items 
for the four services, their reserves and the National 
Guard. Defense agencies procurement has been excluded. 

The RDT&E category consists of all research items for 
the Army, Navy, and Air Force (there 1S no separate category 
for the Marine Corps). Defense agency RDT&E has been 
excluded. 

Categories for Military Construction, Family Housing, 
and the Special Foreign Currency Program have been excluded 
from the study as have all Stock, Industrial, Management, 
and Trust Funds, 

On the average, the four categories studied account for 
86% of the DOD total annual budgeted outlays. While the 


format of the Budget has changed somewhat over the years, 
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every effort has been made to ensure that the items included 
in the various categories have remained as consistent as 
possible. Current outlay figures were translated into con- 
stant 1972 dollars using the GNP deflator. Current dollar 
budget data appear in Appendix A and constant dollar budget 
data appear in Appendix B. All dollar figures are in millions 
of dollars unless otherwise noted. 

Be RESULTS 

In the period from FY 1955 to FY 1984, the defense budget 
iemcurrent dollars increased from $41,850 million to $238,600 
million, an average annual increase of $6,558 million. [In 
constant 1972 dollars, the budget went from $68,787 million 
to $104,010 million, an average annual increase of $1,174 
million. During the same period MP experienced average annual 
mmereases Of $1,227 million ($98 million in '72 dollars), 

O&M experienced annual increases of $1,803 million ($358 
million in '72 dollars), PROC exhibited average annual growth 
fee, /44 million ($148 million in ‘72 dollars), and RDT&E 
experienced increases of $746 million ($299 million in '72 
fotlars). 

These figures show, in a very rough way, the growth of 
the defense budget but they tell little of how the compo- 
nents of the budget have changed over the years. 

=) sudget Shares 

Table 1 shows how the budget shares of the DOD 


budget have varied during the period under study. Table 1 
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shows that, while the total defense budget increased during 
the period, the distribution of funds within the budget 
changed considerably. MP and PROC made up 19 percent less 
of the budget in FY84 than they had in FY55, while O&M 
decreased by 2 percent and RDT&E increased by 139 percent. 
These changes were not simple linear changes, but rather the 
four categories experienced fluctuating fortunes. 

In order to facilitate further examination of budget 
behavior, the 29 years from FY56 to FY84 have been broken 
down into three groups. The groups consist of the top and 
middle ten and the bottom nine years determined on the basis 
of the percent increase over the previous year for the DOD 
total. In order to eliminate the effect of annual inflation 
the budget figures have been transformed into constant 1972 
dollars. The top group consists of those ten vears in which 
defense funds were “abundant” (i.e., the years which experi- 
enced the greatest percent increases over the previous years). 
The bottom group consists of the nine years in which defense 
funds could be considered as "tight". 

The remaining group consists of the ten years in which 
the availability of funds could be considered as "normal". 

Table 2 presents data for the top group presented by 
the percentage of the DOD total accounted for by the indivi- 
dual categories. 

This table is similar to Table 1, but in order to elim- 


Mette the effect of inflaction and to be consistent with the 
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following tables, is presented in constant 1972 dollars 
instead of current year dollars. When funds are abundant 
(Table 2) PROC accounts for the greatest portion of the 
budget (28.08 percent), followed closely by O&M, while RDT&E 


eaccounts for the lowest percentage. 


TABLE 2 


PERCENT OF DOD TOTAL 
(Constant ‘72 Dollars) 


TODmmEO 
TOTAL 
FY DOD MP O&M PROC RDTSE 
g2 $ 88,983 20.76 29.62 PO Sa 3 al 
63 87,594 DT ey, 24.93 ° 29.85 9.28 
67 foe 7 28.70 24.83 27.87 10.39 
83 97,472 20.62 Di Ge 25.19 9.34 
g4 104,010 19.98 DISA 28.29 9.96 
63 67,392 25.40 23.05 32.67 11.80 
gl 72,989 Done 29.62 (21.17 9.56 
58 57,541 31.85 28.49 34.93 4.44 
ey 71,090 25.36 Dyas 20.25 oa 
64 70,084 23.90 DP 02 32.00 12.86 
‘ean 78,944 24.62 26.53 27.38 9.66 
Med. 72,638 24.63 27.43 28.08 9.67 


Table 3 presents the data for the middle group. PROC 
again accounts for the greatest percentage of the defense 
budget, followed by MP, O&M, and RDT&E. MP and PROC changed 
by more than 10 percent, while O&M and RDT&E changed by less 
than 7 percent. 

When funds are "tight" (Table 4) there is additional 


Change. PROC had the larcest decrease and now contributes 
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less of the defense budget than O&M or MP, while RDT&E was 


the only category to increase over its previous value. 


TABLE 3 


PERCENT OF DOD TOTAL 
(Constant '72 Dollars) 


Middle 10 
TOTAL 
lng DOD MP O&M IOS RDT&E 
61 $61,654 26516 24.37 32.40 Task 
62 63,249 SS HAG, Ws 8) eS) 32534 suai: 
78 WA pe lulb 23.74 Dt AEs 21, 50 Se oy) 
a9 59,845 teieie, Tt! 26260 34.89 Ayo 
60 599,600 27.40 Fas iad ta, 34.04 6.94 
2 VAG oS ZGo2 Je ee 23.84 Oe 
= 594,747 30.74 AO 2 32.84 4.02 
69 88,496 Gr 0 IF EP 30.46 9.48 
76 677526 Zi 204 230) 5 fees Zs ILO (One, 
1s) 67,295 Dxisin ey De? 2 oe Pb) 
Mean 677249 Do Z2Ge2G Pxfe re @ ab S00 
Med. Gee, 251 Pee dee 26 Bao) 905 
TABLE 4 
PERCENT ©OF JD@p TOTAL 
(Genstant. 72 Dollars) 
Ow wean ys 
TOTAL 
Ey DOD MP O&M PROC RDT&E 
65 $68,854 Zor G2 WP, Bs ZrOrny 11.84 
80 68,686 2; Beste) Jas {ob 20.58 9.62 
70 385,808 2a. OS 26.40 OS) FES, a0 
We 70,493 235.52 28.97 20.84 9.48 
Jue Vet 16 2,8) oasis) Dee 23 2 ieee 9.75 
74 67,255 Piso WY PAB Fs 2 Ok 2518s: 
66 627402 2, ae Ee. 24.40 BU 512 12.34 
7a 74,149 2937 Zoe 9.2 IA Seeneid oreo 
56 54,149 B10) 6 Ss Gre 7 BBE Si 3.97 
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TOTAL 


ey DOD MP O&M EEOC RDT&E 
Mean 69,341 D2 3 26.06 ae ie 2 
Med. 68,854 YA Te ES ae Pe Zor eek Sl syre: 


Examining these tables together shows fluctuations 
in the behavior of the four categories. In moving from 
affluent to poor groupings the MP average rises initially by 
more than 10 percent then falls slightly. 

O&M remains relatively constant throughout the 
spectrum and PROC rises by approximately 2 percent then falls 
by almost 8 percent. RDT&E falls by approximately 17 percent 
then rises back near its initial level. 

2. Growth Rates 

Table 5 presents the percent increase from the prev- 
ious year's budget in constant '72 dollars for the four 
categories and the DOD total for the period FY56 to FY84. 
During this period the DOD's annual increase averaged 1.81 
percent of the previous year's budgeted outlays. MP's annual 
rate of change averaged .74, while O&M's average rate of 
change was 2.02 percent, PROC's average rate of change was 
1.62 percent, and RDTSE's average rate of change was 8.29 
percent. RDT&E, which is the smallest of the four categories, 
had the highest rate of change by a considerable margin. 
Examination of Table 5 shows that the rates of change of the 
four budget categories were not steady, consistent increments 
but that there were rises and falls in each of the categories. 
The DOD total ranged from a 21.28 decrement to a 21.91 incre- 


ment. The other categories show similar fluctuations. 
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TABLE 5 


PERCENT CHANGE FROM PREVIOUS FISCAL YEAR 
(In Constant 


FY DOD 
50 = 21 es 
57 BC 
58 35 JUG. 
59 Pied | 
60 1328 
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69 103 
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Table 6 uses the same breakdown by years as before 


but presents the data by percent change from the vorevious 


year. 


defense funds when funds are 


abundant .« 


When funds are 


readily available, PROC and RDT&E experience the highest 


average annual increases. 


The increases for both these 


This table gives an indication of the distribution of 


categories exceed the DOD increase, while the MP average is 


32 percent below and the O&M average is 12 percent below. 


Table 7 presents the data for the middle group. 


The 


DOD average has decreased by 89 percent and two categories, 


MP and PROC, now experience averace annual decreases. 


(Constant 


TABLE 6 


TOP 10 YEARS BY PERCENT CHANGE IN DOD OUTLAYS 
'72 Dollars) 


(Percent Change From Previous Year) 
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TABLE 7 


MIDDLE 10 YEARS BY PERCENT CHANGE IN DOD TOTAL 
(Constant ‘72 Dollars) 


(Percent Change From Previous Year) 


1a DOD MP O&M PROC RDT&E 
61 S45 720 = 017) =a ot S70 
62 ES -.84 28 22.6 Js Si Cee 
78 2a = LIL dae ef PaO KS 23.8 
59 OE = ihe Sif 27 0r/ AL 5 (0K Or 
60 ee are: oS i 0) 7 lt he! Sys) 1s. 
2 ee = oe -1.18 satsin oy Hi = 2 
Bi 1a IK) 2.41 = 35% = eal 2.43 
69 103 ~1.45 11.54 S15 (Olte: Bye kes! 
76 noo -2.72 So. =4.21 2.49 
75 — Os = 51574 4.50 =-9.28 fe) 
Mean lige oval = INA} ip o9 = 215 (0, OFS 
Median ee 0 he 42 Ihe ave! een tesa) 


PROC suffered the greatest shift and now experiences 
the largest average decreases. O&M is still increasing but 
at a much slower rate than in the previous group. RDT&E 
has also declined but less than the other categories and now 
experiences the highest average increase, still a healthy 10 
percent real growth. 

Table 8 presents the data for the bottom nine years. 
When defense funds are "tight" all the categories except 
RDT&E experience average decreases. RDT&E does the best 
under these conditions having an average gain, while MP has 
smaller decreases than either O&M or PROC. PROC again does 


the most poorly of the categories. 
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TABLE 8 


BOTTOM 9 YEARS BY PERCENT CHANGE IN DOD TOTAL 
(Constant '72 Dollars) 


(Percent Change From Previous Year) 


pd DOD Pie O&M PROC RDT&E 
65 wiles 16 Seas, 5 SE =L1l.64 lg el 
80 =25.5 0 aol. LA sae raw aie oe io =e i4 
70 -3.04 =e 010 =e =4 09 
Te =3 18 me | “nO -6.44 =o 
G3 ee) she) -4.65 a2 2G 
74 =) oe) Sif Be moc © moo S =m 4 
66 — ier oi = E03 Ws ales 5 ois, =a oe 
deal Korero ke, eee 2 ea owed Ai. OO = oro 6 
56 mak. 28 all ieee ie een. zoe .03 54. 80 
Mean eng). 8 a Pt Bes =>. 10 = Lio 1.43 
Median Sh 2G =e a -o.73 —ivieo.4 == DS 


Through these three tables the distribution of DOD 
budgeted outlays becomes a little more clear. As defense 
funds become more and more scarce the distribution of those 
funds changes. The annual changes for the four categories 
all decrease but not to the same extent. PROC goes from 
having the highest average increases when funds are "abundant" 
to having the greatest average decreases when funds are 
"tight". MP behaves in exactly the opposite manner, gaining 
meecle in good times but losing little in tight times. RDT&E 
has average gains throughout the spectrum. O&M shows gains 
in the top and middle groups but loses at the low end, while 


the other categories suffer losses at the middle and low end. 
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3. Percentage of DOD Increment 

Table 9 presents the percentage of the annual DOD 
increment that went to each of the four categories. When 
examining this table it must be remembered that the sign of 
each change is relative to the sign of the DOD increment for 
that year. For example, in FY72 the DOD total had increased 
Byesos26 million, while MP made up -202.78 percent of that 
SmanGce, Or a S1,675 million decrease. In FY73 the DOD total 
decreased by $3,199 million, while MP made up -30.70 percent 
of that decrease, or a $982 million increase. 

Due to the several large outlying points in the data, 
calculated means give a distorted view of the central tendency 
of these categories. In this case the medians reflect a 
truer picture of the budgetary behavior during the period. 

Table 9 shows that PROC constituted the greatest 
proportion of the defense budget changes, followed by O&M, 
RDT&E, and MP. This would indicate that PROC, whose median 
change is 38 percent of the DOD change, is the item most 
dependent on the fortunes of the defense budget as a whole. 

The final series of tables uses the previous break- 
down but now the data is presented by the percentage of the 
annual DOD increment that is accounted for by each of the 
categories. Medians are presented along with the means for 
this data, as they were for Table 9. Discussion of these 


tables will concentrate on these medians. 
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TABLE 9 


CATEGORY AS A PERCENT OF ANNUAL DOD CHANGE 
(Constant '72 Dollars) 


(Percentage of DOD Change) 


DOD 
EY CHANGE MP O&M PROC 
56 -$14,638 3) 6 idl PON ou3 27260 
5 By) 8 BO. 22 ae ore ie acy leer OO) 
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When funds are "abundant" (Table 10) PROC accounts 
for the greatest portion (38.78 percent) of DOD changes. 
Since these changes are poSitive in nature, PROC receives 
substantial gains. The other categories also receive gains 
but the next highest category, O&M, realizes only about half 
the annual gains that PROC does. 


TABLE 10 


PERCENTAGE OF DOD ANNUAL CHANGE 
(Constant '72 Dollars) 


TOD wae 
DOD 
ey CHANGE MP O&M PROC ROPE 
82 low oO + ar Lo 29.64 29.64 7269 
68 duo yesh O27) Pale lc DA 5) Bo. 20 4.20 
a7 Se tetehs. 542569 BA 56) S0.14 ai lie Ske 
83 3,489 1S) ales T23 63.18 COR 2 
84 6) Seis! 10.42 iS) 3 143,03 Loe i3 
63 4,143 229 fs eas elses) D7 oO 
81 4,303 Gang urge SHO) mesh SoD 
58 2,794 eZ 4 34.93 PoZe IG 62.60 
7 3,234 SONS 35) 5 14.90 GileaaiG 32:99 
64 PEAS 2 = ood =. Hl D2 0 39.45 
Mean 3, Sie ab oie aks 216 56.84 56.0 
Median a, 421 ie oS Caley A Shahrai a 8.08 


The middle group shows considerable difference. The 
DOD changes are still increases but now the median percentages 
of that change are negative for both MP and PROC. These two 
categories are now experiencing decreases even though the 
derense total is still increasing. In addition, the O&M 


percentage is low (1.59 percent) and the RDT&E percentage 
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has more than doubled. The low percentages and the fact 

that half of them are negative indicates that most of the DOD 
increment during these middle years is accounted for by those 
categories not subject to this study. 

In the final group (Table 12), there is even more 
variation. The annual DOD change is now a decrement and all 
four categories are declining. PROC now accounts for the 
largest proportion of the total losses, while O&M accounts 
for less than half of PROC's proportion. RDT&E and MP suffer 
less than either of the other two categories. 


TABLE ll 


DERCENTAGE OF DOD ANNUAL CHANGE 
(Gonstante */2 °bellars) 


Middle 10 
DOD 
ay. CHANGE MP O&M PROG PDT&E 
61 S27 054 — 200 54 SS as ee: 2 
62 ep Oe: = Ono ZO 2620 OF a27 
78 re -43.06 2162 fr 7 me i 
ay, 1,304-° wo 4 24,59 = 26-05 207 
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DOD 
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Viewing 


an interesting picture of the categories' behavior. 


TABLE 12 


PERCENTAGE OF DOD ANNUAL CHANGE 


(Constant '72 Dollars) 
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these last three data sets together provides 


MP fluctuated from next to the least gains in high 


dollar conditions to having the greatest losses in the middle 


years, then to having the second lowest losses as a vercen- 


tage of the DOD change in the 
from the highest gains to the 
declined even further to have 


initially received the second 


leanest years. 


the greatest losses. 


PROC declined 


second greatest losses then 


highest gains and ended with 


the second greatest losses, while RDTSE changed from the 


lowest gain to the least loss. 
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C. SUMMARY OF RESULTS 

The data presented in the previous section is summarized 
in Tables 13 and 14, which present the relative performance 
of the categories under varying availabilities of funds. 


TABLE 13 


RELATIVE RANKINGS OF CATEGORIES 
(Percent Change From Previous Fiscal Year) 


AVAILABILITY 

OF FUNDS MP O&M ERCC RDT&E 
"ABUNDANT" - 3 iH 

"NORMAL" 

2 GHT” 2 3 


Table 13 shows how relative performance changed based on 
annual growth rates. RDT&E does comparatively well when 
funds are "abundant" and even better when they are "tight". 
O&M shows little change under the differing conditions. MP 
does comparatively better as funds become less available and 
PROC shifts from doing the best when funds are available to 
doing the worst when they are "tight". 


TABLE 14 


RELATIVE RANKING OF CATEGORIES 
(Percentage of DOD Annual Change) 


AVAILABILITY 

SF eFUNDS MP O&M PROC RDT&E 
"ABUNDANT" 5 it 4q 
"NORMAL" 4 3 ab 
ea GHT" 2 4 ue 


Table 14 presents relative performance rankings based on 


the percentage of the annual DOD increment that goes to each 
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category. RTD&E again does better as funds get tighter and 
O&M still shows little change. MP still does better overall 
as funds become less available and PROC again shifts from 
doing the best to doing the worst, although more gradually. 

Patterns emerge as the data is examined in detail. MP 
experiences shifts as conditions change but not over a wide 
range. MP neither realizes large gains when times are good, 
nor suffers much when funds are tight. O&M exhibits somewhat 
more variation and does comparatively better than MP when 
funds are available but also suffers more when they are tight. 

RDT&E, though the smallest of the four categories, always 
shows average increases. This category does not have as high 
a growth rate as PROC when funds are “abundant" but does the 
best under any other condition. While not the recipient of 
large increases in absolute terms (none above $1,300 million), 
RDT&E is relatively immune to cuts. The category experienced 
growth rates in excess of 50 percent twice, both times during 
years in the lower two groups, and suffered reductions in 
fewer years than any other category. When looking at Table 
iapemoce that RDTSE is much smaller in absolute terms than 
the other categories. Thus, thouch it obtained the smallest 
portion of the DOD increment when funds were abundant, this 
translated into next to the most rapid growth rate compared 
to its program size. 

PROC is the category showing the widest variation in 


relative success. The category does the best when funds are 
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"abundant" and experience gains far above any other category. 
When funds become less available, however, PROC suffers the 
greatest cuts. 

These performance patterns present evidence to support 
the notion of strong interdependence between certain of the 
categories and also the concept that certain categories are 
more adjustable than others. MP and O&M appear to be less 
variable than the other two categories and they exhibit 
smaller year to year fluctuations. 

The data further shows clearly just how deceptive looking 
at raw totals can be. In years in which the total DOD budget 
changed little there may be considerable redistributions of 
the funds among the categories. For example, in FY76 the 
DCD total grew at the rate of only .89 percent, but MP exper- 
ienced a 2.72 percent decrease, O&M experienced 5.81 percent 
growth, PROC suffered a 4.21 percent decrease, and RDT&E 
experienced 2.49 percent growth. In terms of budget shares 
MP decreased by 1.03 percentage points, O&M increased by 1.33 
percentage points, PROC decreased by .97 percentage points, 
and RDT&E decreased by .23 percentage points. A considerable 


amount of variation can be hidden in gross budget figures. 
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iva CONCLUSEONS 


ease LBUPRION OF THE DOD BUDGET 

The examination of the budget data shows that there are 
patterns of distribution within the total. ‘Jhen funds are 
readily available PROC and RDT&E show the highest growth 
rates (18.4 and 12.02 percent respectively), while O&M and 
MP exhibit slower growth. In the middle years RDT&E contin- 
ues to grow, while PROC drops fourth place relative to the 
other categories. O&M and MP both rise. When funds are 
tight PROC remains in fourth place, while O&M drops to third 
place and MP rises to second. RDT&E is now the only category 
to experience average increases. 

These patterns hold true regardless of whether the data 
1s based on budget shares, growth rates, or percentage of 
DOD increment. PROC is always closely linked to the avail- 
ability of funds. RDT&E always shows average increases, 
while O&M and MP do less well but are still fairly stable. 

In addition to the patterns noted above, examination of 
Table 5 indicates something of a trade-off between PROC and 
RDT&E. In 16 of the 29 years studied PROC suffered 
decreases. In 50 percent of those years PDT&E experienced 
increases averaging 17.10 percent, which is more than double 
the overall average growth rate of 8.29 percent. In compar- 


ison, in the 13 years in which PROC increased, RDT&E 
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decreased only once (7.7 percent) at a rate of only 2.42 
percent. This is indicative of a strong relationship 
between these two categories. In no other combination of 
catecories are such trade-offs so noticable. 

These figures provide added support to Spinney's 
arguments that funds are poured into PPOC and RDT&E at the 
expense of O&M and MP when times are good and that, when 
times are bad, programs are merely extended in RDT&E instead 
of being canceled. 

Eee OLLCY PREFERENCES VS. "“CUTABILITY" 

Previous research by Kanter [Ref. 5] has focused on 
Congressional behavior and investigated whether Congress- 
10onal budgeting choices have been budgetary (1.e., concerned 
primarily with how much is spent) or programmatic (1l.e., 
reflecting real program choices). This study of the 
President's budgets found evidence of both programmatic and 
budgetary effects. A review of Kanter's findings will 
provide a convenient guideline for the review of this study's 
PeAaIncs . 

Kanter's study of the defense buddet during the ‘60's 
[Ref. 9] proposes that Congressional action on the Military 
Personnel and Operation and Maintenance categories is budget- 
ary in nature and that action on the Procurement and Research, 
Develooment, Test, & Evaluation categories is programmatic. 
To some degree this is supported by the ficures in this 


study, which indicate that Procurement and Research, 





Development, Test & Evaluation receive the most attention at 
the President/OMB level, but by themselves, tell little about 
whether such attention is budgetary or prodqrammatic. Exam-~ 
MPaatiton Of the categories in light of their "“cutability”" may 
provide some insight as to the nature of this attention. If 
budget behavior is primarily budgetary in nature then "cut- 
able" categories should receive the largest increases when 
funds are abundant and should suffer the largest losses when 
they are tight. Categories which are relatively immune to 
cuts should remain comparatively stable. 

filitary Personnel is a catecory which is not easily cut. 
Military personnel cannot just be laid off during slack times. 
Conversely, personnel increases require some lead time and 
must take into account availability of potential volunteers, 
may rates and other external factors. The budget data shows 
that Military Personnel has remained fairly stable relative 
to the other categories, as would be expected under conditions 
of budgetary behavior. 

Operation and Maintenance is somewhat more "cutable” 
than Military Personnel. Steaming and flying hours of ships 
and aircraft can be increased or decreased within a certain 
range and civilian hirings can be frozen if necessary, but 
the greatest proportion of Operation and Maintenance is not 
easily changed from year to year. This too is borne out by 
the data, which shows Operation and Maintenance to be less 


stable than Military Personnel but far more so than Procurement. 





Procurement is relatively easy to change: production 
schedules can be drawn out or speeded up: new systems can 
be delayed for additional RDT&E; and new systems started up 
or, very rarely, old ones canceled. The data shows PROC 
to be the most variable category relative to the others. 

It is possible that Administration budget action is 
purely incremental in nature. When funds become less avail- 
able those categories easily cut suffer the most, while those 
categories which are relatively impervious to cuts suffer 
less. The exception to this vattern is Research, Development, 
Test & Evaluation. 

Research, Development, Test. & Evaluation is relatively 
Susceptible to votential cuts. New project starts can be 
delayed, current projects shelved, old or obsolete programs 
canceled and basic research reduced in order to reduce 
Funding. On the other hand, funding can also be increased 
quickly when funds are readily available. The data shows 
that, when funds are abundant, RDT&E has the second highest 
growth rate and the lowest percentage of the annual DOD 
increment. This could be expected performance for easily 
changed categories. However, contrary to what would be 
expected using Kanter's budgetary model, when funds become 
less availab,e RDT&E shows the highest growth rate and the 
highest percentage of the DOD increment. At the same time, 
the other easily changed category, PROC, drops from first to 


fourth place and from first to third place respectively. 
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When funds become tight, RDT&E continues to do the best 
relative to the other categories, while PROC does the worst. 

If the Administration's budget behavior was purely 
budgetary, Research, Test, Development & Evaluation would be 
expected to show performance similar to Procurement. [It 
obviously does not. Research, Test, Development & Evaluation's 
continued success in the face of shrinking funds and the 
trade-offs between PDT&E and Procurement are indicative of 
strong programmatic behavior at the Administration level, at 
least for these two categories. The data presented here 
indicates that Presidential/OMB budget actions are insvired 
largely by policy preferences and that many decisions appear 
to be based on judgemental relationships between weapons 
systems and perceived national security needs. 

This study has shown that there are distribution patterns 
of funds within the DOD total. The patterns seen at this 
level of aggregation would seem to weaken the arguments in 
Support of the linear incrementalist budgeting models. In 
this case the whole is less informative than the parts. The 
study also supports the concept that all programs are not 
equal and that categories do differ in their degree of 
meatability". 

This descriptive analysis of the DOD budget for the last 
30 years does not provide conclusive evidence for Spinney's 
proposition that historical budget behavior has resulted in 


Shrinking forces, low peacetime readiness, and declining 
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rates of modernization but there does appear to be an emphasis 
On weapons systems over manpower and support costs. The 
results indicate that the concentration on the PROC and 

RDT&E categories is an intentional programmatic policy 
decision. In spite of Spinney's proposals, it remains to be 
seen whether this decision has had any long term effect on 
military readiness or not. 

SeeeARSAS FOR FURTHER STUDY 

The Federal Budget, particularly the defense budget, is 
a virtually limitless field for further research. There are 
several possibilities for continuing the research presented 
here. The data presented for the four categories could be 
further broken down by service. This would allow an analy- 
Sis to be made of the relative success of each service in 
competing for scarce DOD resources. Combined with the 
current data a reasonably distinct picture of the detailed 
distribution of DOD funds over the last 30 years should 
emerce. 

Another subject for study could be an attempt to deter- 
Mine what the historical impetus has been for programmatic 
budgeting decisions. This could take the form of an attempt 
to answer the question: How have socio-political events such 
as foreign and domestic wars, the civil rights movement, or 
economic recessions affected defense budgeting decisions? 

A final topic for further study would be an attempt to 


determine whether or not new weapons systems are truly 
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becoming too complex for today’s military personnel. Are 
the problems Spinney sees with the modern military real and 


if so, is historical budgeting behavior to blame? 
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